The purpose of this study is to test and analyze the effect of transfer pricing on tax avoidance with aggressiveness of financial reporting as mediating variable. The study sample used a manufacturing company listed on the Indonesia Stock Exchange (IDX) for the period 2013-2017 with a sampling technique using purposive sampling, so that the number of final samples obtained was 305 sample observations. This study uses a panel data approach to test the research hypothesis with eviews version 10. The results show that transfer pricing has a positive and significant effect on tax avoidance and the financial reporting aggressiveness, financial reporting aggressiveness has a positive and significant effect on tax avoidance, and financial reporting aggressiveness can positively mediate the effect of transfer pricing on tax avoidance.
Introduction
The Indonesian government is still experiencing various obstacles in increasing tax revenues. Based on reports made jointly between IMF investigators in 2016, based on surveys, and re-analyzed by the PBB University using the International Center for Policy and Research (ICTD) database, and the International Center for Taxation and Development (ICTD), data on corporate tax avoidance was found. in 30 countries. One of them is Indonesia with the rank of tax avoidance ranked 11th largest with a value estimated at 6.48 billion USD which is not paid by companies in Indonesia to the Tax Office in Indonesia (Tribunews.Com). The result is the optimization of state revenues from taxable sources is not achieved. Tax avoidance is a way to reduce taxes that are still within the limits of tax laws and regulations and can be justified, especially through tax planning (Anderson, 2011). ICEMA Cases of tax avoidance that occur like PT. Asian Agri, Tbk; PT. Bumi Resources, Tbk and its subsidiaries, namely, PT. Kaltim Prima Coal (KPC) and Arutmin Indonesia. Even the cases of Panama papers and paradise papers that have recently occurred provide a brief description that the phenomenon of tax avoidance is still an important part of a business organizations. One important factor that can influence tax avoidance is transfer pricing.
Transfer pricing is the price contained in each product or service from one division to another in the same company or between companies that have a special relationship (Santosa & Suzan, 2017) . The purpose of company management is to transfer pricing to manipulate the amount of accounting earnings, thereby affecting the tax to be received by the government and dividends that will be received by shareholders. Transfer pricing schemes are used by management to reduce the company's tax burden, either through transactions with business groups that obtain tax holiday facilities, transfer profits to business groups that suffer losses, or make transactions to business groups in countries tax free or low tax rates.
The transfer pricing phenomenon related to tax avoidance as reported by the Directorate General of Tax of the Ministry of Finance (DGT of the Ministry of Finance) that as many as 2,000 multinational companies operating in Indonesia do not pay Agency Income Tax (PPh) Article 25 and Article 29 for reasons of loss. The foreign company uses three main modes to avoid taxes. The 2,000 companies are foreign investment companies handled by the Special Tax Office (Kanwil). Furthermore, 2,000 foreign investment companies consist of companies in the trade sector and so on. The company does not pay taxes for ten (10) years through transfer pricing schemes or transfer profits or taxable profits from Indonesia to other countries (Liputan6.Com).
Transfer pricing can not only affect tax avoidance. But it tends to be done by management to manage company earnings. Aharony et al. (2010) stated that many companies use related party transactions to improve company performance during the period of the initial public offering (IPO). His findings prove that sales transactions with related parties are mostly used by companies conducting IPOs with parent companies to enable companies to regulate accounting profit figures, so that they can affect the market.
Although this transaction can benefit the company.
Ying & Wang (2013) explained that most companies carry out financial reporting aggressiveness followed by excessive tunneling by controlling shareholders to eliminate earnings imported from IPO companies. Hwang et al. (2013) The financial reporting aggressiveness is then used by management as one of the important factors in linking transfer pricing schemes to minimize the company's tax burden. That is, transfer pricing schemes are carried out by management to minimize the tax burden owed through aggressive earnings management in accordance with the wishes of management. The goal is to maintain or improve the performance of the company, so as to give a signal to shareholders that the company has good prospects.
This motivation is carried out by management to fulfill bonus incentives, debt contracts, or political costs (Watts & Zimmerman, 1989 ). In addition, Scott (2015) states that the opportunistic policies of management to manage earnings are motivated by the amount of tax that is borne by the company, so that the tax burden owed becomes smaller because the accounting profit has been managed by the management. Based on the description of the background, the formulation of this research problem is can transfer pricing increase tax avoidance through the financial reportingaggressiveness? Thus, the purpose of this study is to test and analyze the effect of transfer pricing on tax avoidance which is moderated by the financial reportingaggressiveness.
Theory and Hypothesis Development

Transfer Pricing and Tax Avoidance
The aim of the company is to maximize accounting earnings. One way that company management does to maximize accounting profits is by minimizing the tax burden owed.
The motivation of company management to carry out this strategy is to get incentives in the form of bonuses because the company's financial performance has been achieved. This is done by the management of the company because of the inconsistency of interests between the management of the company and the shareholders. That is, shareholders delegate authority to company management to manage the company with the aim of meeting the interests of shareholders. However, company management also has personal interests, thus affecting management's opportunistic behavior. The opportunistic behavior of company management is carried out through various regulatory loopholes, for example through the loophole of tax legislation.
The management of the company takes advantage of tax laws and regulations to minimize the tax burden owed. One of the company's management strategies to minimize the tax burden is owed through a transfer pricing scheme. Transfer pricing is the price contained in each product or service from one division to another in the same company or between companies that have a special relationship (Santosa & Suzan, 2017) . The purpose of company management is to transfer pricing to manipulate the amount of accounting profits, thereby affecting the tax to be received by the government and dividends that will be received by shareholders. The transfer pricing policy mechanism is used by management to reduce the company's tax burden, either through transactions with business groups that obtain tax holiday facilities, transfer profits to business groups that suffer losses, or make transactions to business groups in countries tax free or low tax rates.
Transfer pricing tends to be done in business groups that have special relationships to minimize the tax burden owed ( Transactions with related parties can affect net income and company prospects because the product or service sold to a business group is subject to a fee that is likely to not apply to companies outside the business group. This happens because 
Transfer Pricing and Financial Reporting Aggressiveness
Agency theory explains that management as the party managing the company may have the motivation not to act in accordance with the interests of shareholders. This can occur because management has opportunistic behavior to fulfill its interests (Shleifer & Vishny, 1997) . 
Financial Reporting AgressivenessandTax Avoidance
Asymmetrical interests between company management and shareholders provide opportunities for management to manage earnings on an accrual basis. This is done by management to fulfill its interests. As a result, the interests of shareholders are not met. One of management's motivations for managing earnings on an accrual basis is to get incentives in the form of bonuses (Watts & Zimmerman, 1990 ). To get a bonus, management must convince shareholders that the company's performance has been fulfilled. One attempt to convince management that performance has been fulfilled by managing earnings in the interests of management. Efforts to maintain profits even increase accounting profits can be done through reducing the tax burden that must be borne by the company by utilizing the applicable tax laws and regulations.
ICEMA
The company's initial public offering (IPO) provides an opportunity for management to manage profits (Scott, 2015) . 
Transfer Pricing, Financial Reporting Aggresiveness, and Tax Avoidance
The company operates to meet profit targets in increasing the welfare of shareholders.
However, management as the party that manages the operations of the company has interests that are different from those of shareholders. This creates a conflict of interest, so companies must spend agency costs to reduce conflicts of interest. Motivation of conflict of interest is an incentive in the form of bonus for management in fulfilling their welfare. This incentive allows management to opportunistically behave aggressively in managing profits to minimize the company's tax burden. As a result, management can maintain profits according to their expectations within the framework of the bonus incentive target.
The management of the company takes advantage of tax laws and regulations to minimize the tax burden owed. One of the efforts made by management to reduce the tax burden owed was through a transfer pricing scheme. Transfer pricing is the price contained in each product or service from one division to another in the same company as to give a signal to shareholders that the company has good prospects. This motivation is carried out by management to fulfill bonus incentives, debt contracts, or political costs (Watts & Zimmerman, 1989 ). In addition, Scott (2015) states that the opportunistic policies of management to manage earnings are motivated by the amount of tax that is borne by the company, so that the tax burden owed becomes smaller because the accounting 
3.
The company obtained pre-tax profit during the period 2013-2017.
(41) 61
The number of samples that meet the criteria 61
Year
year
Number of sample observations 305
Transfer Pricing
Transfer pricing is the price contained in each product or service from one division to another in the same company or between companies that have a special relationship The following is an equation for calculating discretionary accruals. 
Financial Reporting Aggressiveness
Results and Discussion
This study uses descriptive statistics to provide an explanation of the research variables used. The following are The important factor is that the company manages profits aggressively with the aim of increasing or decreasing earnings influenced by three important factors, namely in the current period. The goal is to get a bonus. Furthermore, companies that have a higher debt ratio tend to try to choose accounting methods to report higher earnings.
The aim is to influence creditors that debt contracts can be fulfilled. Finally, companies that have high political costs tend to use accounting methods to reduce profits. This happens to reduce regulator intervention in the company's business processes that can increase the political costs that must be borne by the company. Transfer pricing is the price contained in each product or service from one division to another in the same company or between companies that have a special relationship (Santosa & Suzan, 2017) . The management of the company takes advantage of tax laws and regulations to minimize the tax burden owed. The strategy used by management to minimize the tax burden is owed through a transfer pricing scheme. Transfer pricing schemes are used by management to reduce the company's tax burden, either through transactions with business groups that obtain tax holiday facilities, transfer profits to business groups that suffer losses, or make transactions to business groups in countries tax free or low tax rates. The findings of this study are consistent with research conducted by Lutfia & Pratomo (2018) and Park (2018) which shows that transfer pricing has a positive and significant effect on tax avoidance.
Testing the second hypothesis (H 2 ), namely, the effect of transfer pricing on the aggressiveness of financial reporting using the three paired testing methods, namely, Both the initial public offering and additional stock offerings such as rights issues and second offers can provide management the opportunity to manage earnings aggressively (Teoh, 1998; Marquadt & Wiedman, 2004; and Scott, 2015) . The goal is to influence the perception of shareholders that the company has better prospects. Companies that conduct rights issues or public offerings are motivated to manage earnings aggressively which is marked by the increasing value of book tax differences (BTD). This study is Testing the fourth hypothesis (H 4 ), namely, the effect of transfer pricing on tax avoidance through the aggressiveness of financial reporting. The fourth hypothesis testing (H 4 ) will use the Variance Accounted Factor (VAF) method to determine the mediating effect. Following is the calculation of Variance Accounted Factor (VAF). Table 9 shows the results of the calculation of mediation effects through the Variance Accounted Factor (VAF) method. The results of these calculations indicate that the value of Variance Accounted Factor (VAF) is 0.318737 or 31.8% with a coefficient value of 
